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25X1A _ Jots: This report analyses possible consequenses in oceatral (hina
in view of Chinese Communist gains in Manochuria snd worth China. It doez not
take into account the possible effect of U, S. military sid. This report doss
not lend itsslf vo formal svaluation and is therefors ungraded:]

1. Succsssful CCP gains in Hanchuria and north and central Chise would probably

not be followsd by dirsct Communist attacks on the lerge cities of central (hina.
Kuomintang military forces would in suoh ciroumstanocss be increasingly conoscs
trated in the Shenghai area. BMoreover, the presence of anti-Communist foreign
elements, especially American military personnel, in Shanghai snd Tsiagtao, is
s%ill a factor which restrains (CP activities in this area. Barring a major
catestrophe, Jationaliat defeats in the north would still leave the Kuomintang
capable of maintaining itself ia Shanghai and southesst China, including Formosa,
wr Hather than assault larre cities like Shanghai, the Communist forcos may be

g axpacted %o aounfine thomselves to harassing actions, offorts at concentrated

E sabotage, and atienpte vo force an economic breskdown.

M
3
A | Yncoantrolisble violence in Sharcghal during 1948 is unlikely. Although student
@m ¢lements and intelligentsia in Shanghai are considerably disgusted with the
[

N o Cantral Government, and although CCP elements and organizers in some Shenghai
m uriversities are known and CCP labor, propaganda and perty organizers do oxist,
ao they are not sufficisutly orgenized to be a serious threat. Demonstrstions for
P < %] abrogation of the Sino-Soviet freaty and CCP-inspired studsnt and labor strikes

T 9 are possible. The incressiug refugee problem in Shanzhai may add to oivii Gis-
i‘ > | turbances or riots, the basic cauae of which is 8till primarily economic rather

than political. Coatinusd efforts by Kuomintang right wing elements to use
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Kuomintang police and extremist methods to suppress dissatisfaction resulting
from maladministration could unite discontented elsments .nto an organized
oprosition. A% preseat, howevar, the local po ice end garrison are sufficiently
organiged and equipped to ocope with the situat:on., In order to oreate or aontrol
a state of cheos in Shanginai, Chinese Communist elements would need alignment
with such forcss as TU Yueh-sheng and local police authorities, Such an align-
ment is unlikely.

The slection of LI Tsung-jen will in part revitalize Chinese liberal elements and -
to some extent increase their support of the Central Governmsat,

The return of HO Y ingw-chin to the military-political arena to assist the Generalis-
simo in controlling and directing military cliques will probably improve tne situa=-
tion for the Ceutral Goverameat in thae Shanghai area and scutheastera China at
least.,
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